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STATE TAX HIGHLIGHTS, 1957 and 1956 


A Staff Report 


Wee all but six state legislatures having completed their 1957 sessions, there is no 
indication of any change in the recent upward trend of state budgets and taxes. Both 
general expenditures and revenues may well exceed $22 billion in the next fiscal year (1958) 


as compared to the $9 billion recorded ten 
years ago. 


The pressures exerted by a growing, prosperous 
population for additional schools, highways and other 
state expenditures continue unabated. Bumper yields 
from state taxes are not adequate to make ends meet 
and many legislatures have had to increase taxes 





grams—including strong pressures from Federal and 
local governments. The states generally have met 
their problems in a responsible manner, recognizing 
both the needs of their growing economies and the 
burden of taxes upon their citizens. The post-Korean 
War years particularly have demonstrated anew the 
capacity of the states to deal with governmental prob- 


in 1956 or 1957 sessions to 
balance their state budgets. 
Thirty-one states have in- 
creased rates of one or more 
major state taxes since Janu- 
ary 1, 1956. States which in- 
creased rates in both 1956 
and 1957 sessions were Colo- 
rado, Kansas, Maryland, and 
Pennsylvania. Legislatures in 
19 states raised major rates in 
1957 sessions only, while one 
or more major taxes were 
upped in 1956 only by eight 
states. 


In general, most states have 
done an excellent job of hold- 
ing the line on spending and 
taxes, despite many pressures 
for new and enlarged pro- 


This Issue in Brief 


Thirty-one states have increased the 
rates of one or more major state taxes 
since January 1, 1956. With all but six 
state legislatures done with 1957 sessions, 
there is no indication that the upward 
trend of state budgets and taxes will be 


reversed. Indeed, state spending and reve- 
nues may pass $22 billion mark in fiscal 
1958. 


This Review surveys significant tax 
changes since the 1955 legislative sessions 
and notes where states have made major 
tax structure revisions to meet the period’s 
fast-changing economic picture. 





lems in today’s economy. 


The states generally also 
have been responsive to citi- 
zen demands to hold the line 
on government spending. Per- 
haps, with the record state 
budgets being adopted for the 
new fiscal year, citizens will 
continue to let their state gov- 
ernments know even more 
clearly how many state serv- 
ices they really want and for 
which they are willing to pay. 

Taxation of such varied 
items as prunes and lightning 
rod agents received the atten- 
tion of legislators in 45 states 
during 1957 sessions. It now 
appears that the total number 
of tax measures enacted will 
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be less than in 1955 when almost 3,000 tax law 
changes were recorded. The decline in number of 
tax laws may be traced in part to such factors as 
increased state tax collections, more efficient adminis- 
tration and collection of state revenues, fewer changes 
in Federal tax laws, and a desire to examine more 
closely the reports of state tax study groups. 


Collection Trend Continues 


The expanding economy and state legislative action 
in earlier sessions, especially 1955, boosted fiscal 
1956 state tax collections (excluding unemployment 
compensation) to $13,375 million, or 15.3 percent 
over 1955 yields of $11,597 million. Since all indi- 
cations point to a similar large increase in 1957 tax 
collections, a number of state legislatures were able 
to defer major tax action this year. 


reported. These sessions were characterized by a 
heavier emphasis on tax laws than has been customary 
in “off-years.” 


Only three states did not hold regular or special 
sessions of their state legislatures in 1957. Thirty- 
nine legislatures have adjourned, three are still in 
session, but will wind up this month, and three have 
recessed until fall. Of these, twenty-six have enacted 
changes in major state taxes. 


Major Tax Reductions 


Since 1955, the rates of major taxes (see Table II) 
have been reduced in seven states. The only cut made 
in 1956 was in New York where an income tax 
credit was granted. Six states which have adjourned 
1957 sessions each have reduced the rate of one 


Table 1 


STATE TAX COLLECTIONS BY SOURCE AND RELATIVE IMPORTANCE 
OF SIX MAJOR TAX SOURCES 
Fiscal Year 1956 


Number of 
States 
Levying Tax 


Tax Source 


Total Tax Collections” 
General Sales and Use 
Motor Fuel Sales 
Motor Vehicle and Operator's License 
Net Income 
Individual* 
Corporation‘ 
Alcoholic Beverage Sales 
Tobacco Sales 
All Other 


* Detail will not necessarily add to total because of rounding. 
» Excludes unemployment compensation taxes. 


Tax Collected* In All 


As a Percent of 
Total Tax Collections* 
In States 
Levying Tax 


Amount of 
(Millions) States 


$13,375 100.0% - 
3,036 22.7 32.7% 
2,687 20.1 
1,295 9.7 


1,374 10.3 
890 6.7 
546 41 
515 3.9 

3,032 22.7 


© Some or all of corporation income tax collections are included with individual income tax collections in the following states because they are 


non-segregable: Alabama, Louisiana, Missouri and New Mexico. 
Source: U. S. Department of Commerce. 


Table I shows the relative importance of the six 
major state taxes in 1956. Income taxes produced a 
slightly larger share of tax revenues in 1956 than in 
previous years. General sales taxes remained of the 
same relative importance, and continued as the best 
revenue producer among the states. Major tax sources 
declining in relative importance in 1956 were motor 
fuel sales, motor vehicle and operator’s licenses, and 
tobacco sales. 


Regular or special sessions of state legislatures were 
held by 38 states in 1956. Revenue-raising measures 
affecting major state taxes were enacted in 13 states 
with a total for all states of some 350 tax law changes 
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major tax in 1957. There seems little likelihood of 
tax reductions emerging from the six state legislatures 
now recessed or still in session. The major tax reduc- 
tions follow: 


Colorado: Personal exemption increased but tax 
credit cut. (See later discussion. ) 


lowa: Retail sales and use tax dropped to 2.0% on 
July 1. (Governor vetoed extention of previous 
2.5% rate.) 


Montana: Temporary 7c per gallon gasoline tax rate 
replaced by permanent 6c tax, effective January 
16, 1958. (Not shown on Table II.) 
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New York: Personal income tax credit of 15% first 
$100 tax, and 10% next $200 (passed 1956), 
extended for 1957 tax year. 


North Carolina: Change made in allocation of income 
formula for corporation income and franchise 
taxes. (See later discussion. ) 


Oregon: Personal exemption increased. Corporation 
income tax rate cut on mercantile, manufacturing 
and business corporations decreased from 8% to 
6%. (See later discussion. ) 


Pennsylvania: Gasoline tax reduced from 6c to 5c 
per gallon. (Additional Ic tax repealed effective 
June 1.) 


New Major Taxes 


The only new major tax adopted since January 1, 
1956 was the Pennsylvania 3 percent selective sales 
tax passed by the 1956 legislature and made per- 
manent in revised form by the 1957 session. 


Kansas imposed a new | percent severance tax on 
oil and gas production, effective July 1. In 1956, the 
state legislature imposed a blanket tax on all taxable 
property, together with a tax of 5 mills on money, 
notes and other evidences of debt. 


As part of the 1957 revision of the Florida state 
tax structure, a new | percent tax is levied on the 
sale, rental or use of motor vehicles after July 1. 


Major Revisions of Tax Structures 


The comprehensive revision of the North Carolina 
state tax system by the 1957 legislature has gained 
widespread attention. The 300-page omnibus tax bill 
was based on the report of the state Tax Study Com- 
mission, which received the support of the governor. 
Its recommendations were accepted almost in en- 
tirety. The principal purpose of the legislation was to 
provide a better tax climate for business as part of a 
program to attract industry to the state. 


Most important change is the revision of the for- 
mula for allocating income as the basis for the 
corporation income and franchise taxes. The new 
formula determines the taxable income of a corpora- 
tion on the basis of property, payroll, and sales ratio 
in the state to totals for each of the three factors. Tax- 
payers are expected to save some $7 million annually 
from the change. The business occupation taxes will 
now be based on gross receipts and the number of 
classes has been reduced. Some licenses, such as for 
lightning rod agents, were increased to fit into a 
broad class of business, but the state expects no sub- 


stantial change in revenues; rather it hopes the revi- 
sions will cut red tape for both business and the state. 


Several minor changes were made in the personal 
income tax. The inheritance tax was changed to meet 
the new 1954 Federal Revenue Code provisions. Re- 
visions were made in the taxation of wholesalers 
under the sales and use tax and license taxes. The 
municipalities and counties were permitted to levy 
license taxes on any occupation not taxed by the state 
and schedules for municipal and county taxes on re- 
tail trades, manufacturing and service activities were 
established. 


Florida’s legislature made use of reports of the 
Florida Citizen’s Tax Council in sweeping tax changes 
adopted on June 8. The state tax on intangibles was 
doubled, as was the real estate transfer tax. The rate 
on bank deposits and cash is now 0.1 mill and on 
stocks and bonds is now 2 mills per $1,000 valuation. 
The sale, rental, or use of motor vehicles is now sub- 
ject to a new 1 percent tax. Various exemptions from 
the retail sales and use tax were removed. Sales of 10 
cents and up are now subject to the tax (previous 
minimum was 19c), as are clothing under $10, mixed 
drinks, malt beverages, cigarettes, and oils and 
greases. Exemptions for cereals, meats, and poultry 
were further clarified. The maximum tax on industrial 
machinery sales was raised from $300 to $1,000. The 
state expects over $100 million additional revenue 
annually from these changes. 


Reconstruction of Major Taxes 


Following are the major tax reconstructions in 
1957 legislatures: 


Colorado: Reduced tax credit granted corporations 
and individuals from 20% to 15%. Personal de- 
duction increased $600 to $750. 


Indiana: Increased tax rate (effective July 1) on in- 
come from wholesale sales (excludes wholesale 
grocers) from 0.25% to 0.375%. Reduced income 
rate on retail merchants, dry cleaners and laundries 
from 0.5% to 0.375%; 


Increased rate on income from public utilities, 
banks, financial institutions, professional and per- 
sonal services, sales of real estate, funds from in- 
vestment capital, retail sales (other than retail 
merchants) and from any other source, from 1% 
to 1.5%. 


Changed withholding provisions on income from 
wages and salaries applying previously to non- 
residents only, to general withholding. 
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Oregon: Personal tax reduced slightly; personal ex- 
emption increased from $500 to $600. 


45% surtax on personal income repealed, but 
graduated rates increased, resulting in substantial 
inclusion of surtax in graduated rates of personal 
income tax. 


_ Decreased corporation excise (income) tax rate on 
mercantile, manufacturing and business corpora- 
tions from 8% to 6% (for years beginning after 
1956). 


Increased rate on banks and financial institutions 
from 8% to 9%. 


Increased rate on public utilities and carriers from _ 


4% to 7%. 


(Tax on corporations not subject to regular income 
tax remains 8% ). 


Allowed one-third personal property tax paid on 
materials, goods in process and finished goods as 
offset against excise tax due from corporations 
primarily engaged in materials processing or as- 
sembling. Offset for other corporations eliminated. 


Increases in Major Tax Rates 


All of the states have had at least one legislative 
session since 1955. A total of 52 increases in the rates 
of major taxes took place in 24 states. A total of 11 
corporate and personal income tax rates were in- 
creased in seven states; both taxes were increased in 
four of the seven. Retail sales and use tax rates were 
increased in four states during the period, while six 
States raised gasoline taxes. Motor vehicle licenses 
were increased in four states and operators’ and 
chauffeurs’ licenses will cost more in two states as 
a result of 1956 and 1957 legislative action. Alcoholic 
beverage, severance and property tax rates each were 
boosted in five states. These major changes in state 
tax rates listed by category follow: 


Income Taxes 


Seven states have increased income tax rates in 
the past year-and-one-half. Four, (Kentucky, Idaho, 
Kansas and Montana) raised both corporate and 
personal rates, (the first in 1956, the last three in 
1957), three, (Maryland, Pennsylvania and Colo- 
rado), increased corporate rates only (first two in 
1956, latter in 1957). These states’ actions: 


Kentucky: (1956) Imposed graduated surtax rate of 
10% to 30% on individuals. Changed corporate 
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rates from flat 4.5% to 5% on net taxable income 
up to $25,000; 7% on income over $25,000. 


Idaho: (1957) Increased graduated rates of personal 
income tax, and imposed flat 8% plus 10% sur- 
tax on corporation income, (replacing graduated 
tax formerly levied at 1.5% to 8%). 


Kansas: (1957) Raised corporation income tax rate 
from 2% to 3%. Raised personal income rates 
only in upper brackets, i.e., from $5,000 to $7,000, 
increased from 3.0% to 3.5%; over $7,000 (net 
income) increased from 4% to 5% in tax years 
beginning after 1956. 


Maryland: (1956) Corporation rates increased from 
4.5% to 5.0% (additional revenue dedicated to 
finance new port authority). 

Pennsylvania: (1956) Corporation rates increased 
from 5% to 6% .(1957 legislature extended 6% 
rate through 1958 and 1959 tax years.) 


Montana: (1957) Increased graduated rates on indi- 
viduals (from present 1% of first $1,000 with addi- 
tional 0.5% each additional $1,000 up to 4% on 
seventh $1,000, to maximum 5% on net income 
in excess of $7,000). Reduced personal deduction 
from $1,000 to $600. Corporate rates increased 
from 3% to 5%. 


General Sales Taxes 

Three states have increased retail sales and use 
tax rates in 1957 legislative action thus far. Arkansas, 
Maine and Rhode Island increased their rates from 
2 percent to 3 percent. (The Arkansas change was 
effective February 15; that of Maine began July 1, the 
Rhode Island change began June | for one year). In 
addition, changes were made in the Indiana gross in- 
come tax. (See above). No state increased retail sales 
tax rates in 1956. Fifteen of the 33 states levy- 
ing general sales taxes now have 3.0 percent rates. 
A 3.33 percent rate is imposed in the state of 
Washington. 


Gasoline Taxes 
Tax rates on gasoline have been increased in six 
states since January 1, 1956. The most common rate 
is now six cents per gallon and is imposed by 18 
states. Fifteen states levy this tax at a lesser rate. 
Changes made follow: 
Massachusetts: (1956) Increased rate from Sc to 
5.5¢ per gallon, effective July 1. 
Indiana: (1957) Raised rate from 4c to 6c. 
South Dakota: (1957) Raised rate from Sc to 6c. 
Utah: (1957) Raised rate from 5c to 6c. 
Nebraska: (1957) Raised rate from 6c to 7c. 
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Oklahoma: (1957) Raised rate (from June 1—Dec. 
31, 1957) from 6.58c to 7.58c (highest in U.S.). 


Cigarette Taxes 


Increases in major state tax rates in the 1956 and 
1957 sessions have occurred most frequently in cigar- 
ette taxes. Ten states acted on these changes in the 
18-month period. Three states, New Jersey, Ohio and 
West Virginia increased tax rates on cigarettes in 
1956; the other seven in 1957 sessions. Twenty-seven 
of the 42 states levying cigarette taxes now have rates 
of four cents per pack or over, up to eight cents. The 
increases made: 


New Jersey: from 3c to Sc. 
Ohio: from 2c to 3c. 
West Virginia: from 4c to Sc. 


Montana: (2 increases) from 4c to Sc (in February) 
to pay for Korean bonus; from 5c to 8c (in March, 
effective July 1). 


Wisconsin: from 4c to Sc. 
Michigan: from 3c to Sc. 
Vermont: from 4c to 5c. 
Kansas: from 3c to 4c. 
Nebraska: from 3c to 4c. 


Wyoming: from 2c to 3c. 


Alcoholic Beverage Taxes 


Louisiana increased its tax on liquor from $1.58 to 
$1.68 per gallon in 1956. Michigan added a surtax of 
4 percent to its distilled spirits tax beginning July 1. 
Montana, in 1957, increased its liquor taxes from 8 
percent to 20 percent of retail selling price. Vermont 
increased its tax on spirits from $3.60 to $5.10 per 
gallon and on fortified wines from $1 to $1.20 for 
the period beginning August 1. The Illinois liquor tax 
was raised from $1 to $1.02 per gallon, effective 
July 1. 


Motor Vehicle and Operators’ Licenses 

Two states authorized increased rates on motor 
vehicle licenses in 1957; two also increased rates in 
1956. Washington’s basic motor vehicle license fee 
was increased from $5 to $6.50 while North Dakota’s 
schedule of truck registration fees was revised up- 
ward in the 1957 session. In 1956 action, motor 
vehicle fees in various categories were raised in Kan- 
sas and Virginia. Maryland postponed a series of 
motor vehicle fee increases scheduled to have become 
effective in 1956. Operators’ and chauffeurs’ licenses 
were increased in 1957 by Arkansas and Iowa. No 
general increases were made in 1956. 


Severance Taxes 


Three states increased severance tax rates in 1957. 
Arkansas enacted increases in severance tax rates on 
various minerals, while New Mexico increased its 
severance tax on uranium ore from 0.125 percent to 
0.50 percent of gross value and enacted a new tax at 
the same rate on thorium and rare earth. South 
Dakota reduced its mineral severance tax from 4 to 
2.5 percent. 


Two states increased severance taxes in 1956. 
Rates on various tvoes of timber were raised in 
Mississippi. In Virginia, lumber severance taxes were 
also increased. 


State Property Taxes 


Increases in state property tax rates were enacted 
in 1957 in three states: Maryland will levy a state 
property tax for debt service costs on a $75 million 
loan authorized in 1956. (The 1956 measure author- 
ized the state property tax if the repayment by the 
counties of financial aid received under the provisions 
of that act did not equal debt service requirements) ; 
Montana increased the state property tax 6 mills for 
state purposes and the legislature authorized a refer- 
endum on a proposal to impose an additional 6 mills 
state levy on property for support of the University of 
Montana; North Dakota has imposed a state property 
tax of not less than $600,000 yield annually to retire 
a $9 million bond issue for Korean veterans’ bonus. 


Colorado and Kansas increased statewide property 
tax levies in 1956 action. The increased levy in Colo- 
rado was for the state hospital, the state penitentiary, 
and land acquisition for a state college. Kansas en- 
acted a blanket tax on taxable property, together with 
a tax of 5 mills on money, notes and other evidenc. ~ 
of debt. West Virginia, in 1956, authorized an addi- 
tional state property tax if existing revenues proved 
insufficient to meet the debt service requirements of 
a $10 million road construction bond issue. 


Tax Administration 


Included in 1957 action by state legislatures were 
measures designed to further improve administration 
and collection of state taxes. In revising the state gross 
income tax, Indiana’s legislators imposed general 
withholding of the tax on salaries and wages. (This 
replaces withholding on non-residents only.) Utah 
adopted withholding of state personal income taxes 
on non-residents only, after a measure to impose 
general withholding was defeated in the 1957 session. 


Complete reorganization of the administration of 
state revenues was effected in two states by 1957 
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legislative action. In Kansas, a Department of Reve- 
nue and a Department of Property Valuation, each 
under a director appointed by the governor, and a 
three-member State Board of Tax Appeals replaced 
the previous organization of tax administration. The 
reorganization became effective July 1. A Department 
of Revenue was created within the Wyoming State 
Board of Equalization for the purpose of consoli- 
dating in one agency the various duties and functions 
relating to revenue and taxation. 


STATUS OF SIX MAJOR STATE TAXES BY STATE 
As of July 1, 1957 Reflecting Major Changes 
Enacted from January 1, 1956 to June 30, 1957 


Tax Referendums to be Submitted to Voters 


Constitutional amendments relating to the property 
tax will be submitted to the voters in Arkansas and 
Oklahoma. These measures were passed by the 1957 
legislatures. If Arkansas voters approve, the state 
would be prohibited from levying an ad valorem tax. 
Under terms of an amendment proposed in Okla- 
homa, all property in the state would be assessed at 
35 percent of fair cash value. 





Legend 
R Reduced rate 
N New tax 


x No change 
— Does not levy tax 
| increased rate 








Income Sales Income Sales 
Corpora- Per- Ciga- Alcoholic Corpora- Per- Ciga- Alcoholic 
State tion sonal General Gasoline rette Beverage State tion sonal General Gasoline rette Beverage 
Alabama* x x x x x x Nebraska _ — _ | | x 
Arizona x x x x x x Nevada _ _ x x x x 
Arkansas x x l x x x New Hampshire* _ x — x x x 
California x x x x _ x New Jersey* _ _ _ x | x 
Colorado I* (") x x ~ x New Mexico x x x x x x 
Connecticut x _ x x x x New York x R _ x x x 
Delaware* _ x _ X X x North Carolina R* x x x — x 
Flozida _ —_ x x x x North Dakota x x x x x x 
Georgia x x x x x x Ohio — _ x x | x 
Idaho i | _ x x x Oklahoma x x x | x x 
Illinois -- = x x x l Oregon (*) R ~ x _ x 
Indiana _ - (*) | x x Pennsylvania | - N R x x 
lowa x x R x x x Rhode Island x - | x x x 
Kansas | | x x | x South Carolina x x x x x x 
Kentucky | ! — x x x South Dakota x ~ x | x x 
Louisiana x x x x x l Tennessee x x x x x x 
Maine — _ _ | x x x Texas - _ _ x x x 
Maryland | x x x — x Utah x x x | x x 
Massachusetts* x x _ l x x Vermont x x — x I I 
Michigan _ — x x | l Virginia x x — x _ x 
Minnesota x x - x x x Washington — -- x x x x 
Mississippi x x x x x X West Virginia - _ x x | X 
Missouri x x x x x X Wisconsin* x x ~ x l x 
Montana I | - x l l Wyoming _ — x x ! x 





* Tax credit reduced from 20% to 15% for 1957 tax year, resulting in increased tax liability under corporate tax. 
Be ru age ey => to 15% for 1957 tax year, but personal exemption increased from $600 to $750 for tax years ending after July 1, 1957. Impact 
© Gross income tax rates for all classes of income revised. Rate on income from wholesale sales, excluding wholesale grocers, increased from 0.25% to 


0.375%. Rate on retail merchants was reduced from 0.5% to 0.375%. Rate increased from 1.0% to 1.5% on gross income from most other classes, including 


from personal and professional services, and from financial institutions. 
— formula revised. Majority of taxpayers will experience a decrease in their tax liability. 


rsonal eee tax offset is eliminated, 
is products for of sale. SG 
corporations is decreased from 8% to 6 


purpose 


*Indicates 1957 legislative session has not Piikiomie as of July 3, 1957. 
Source: Commerce Clearing House and Federation of Tax Administrators. 
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“except for corporations primarily engaged in manufacturing, processing or assembling materials into fin- 
rate on banks is increased from 8% to 9% and on public utilities from 4% to 7%. The tax on business 
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